97-84050-28 


A  report  to  Honorable 
Emerson  C.  Harrington... 

Baltimore 
1915 


y 7-  fioso  'zs> 

MASTER  NEGATIVE  # 


COLUMBIA  UNIVERSITY  LIBRARIES 
PRESERVATION  DIVISION 

BIBLIOGRAPHIC  MICROFORM  TARGET 


ORIGINAL  MATERIAL  AS  FILMED  -  EXISTING  BIBUOGRAPHIC  RECORD 


"TP" 


303 

Z  Chase,  Harvey  Stuart ,  1861-1946 

Cox  138     A  report  to  Hon.  Emerson  C.  Harrington,  corap- 

trollor  of  the  treasury,  oonoerning  the  fintxnoial 
condition  of  the  ctato  of  I'aryland,  and  alr.o  con- 
cerning a  proposed  "iJtate  budget",    uocember  15» 
ini5.,.    Harvey  f..  Chane  h  conpnny.  Certified 
public  accountants*  ••    :. Baltimore,  ^1915} 
coverw-title ,  16  p.        23|^  cm. 


RESTRICTIONS  ON  USE: 


Reproductions  may  not  be  made  wittwut  pennission  from  Columbia  Ur^mslty  Libraries. 


TECHNICAL  MICROFORM  DATA 


FILM  SIZE:  35At/V 


REDUCTION  RATIO:  //V 


IMAGE  PLACEMENT:  lA 


IB  IIB 


DATE  FILMED:  S-^T^^? 


INITIALS:  /UA 


TRACKING  #  : 


FILMED  BY  PRESERVATION  RESOURCES,  BETHLEHEM,  PA. 


30  P- 
2. 


A  REPORT 


TO 


Hon.  Emerson  C.  Harrington 

COMPTROLLER  OF  THE  TREASURY 


CONCERNING 


THE  FINANCIAL  CONDITION 


OF  THE 


STATE  OF  MARYLAND 


AND  ALSO  CONCERNING 


A  PROPOSED  "STATE  BUDGET" 


DECEMBER  15.  1915 

Submitted  by  Mr.  Harrington  to  the  CommiMoa  on  Economy  and  Eliiciency 
in  the  State  of  Maryland  December  18,  1915 


HARVEY  S.  CHASE  &  00!hiO>ANY 

Certified  Public  Accountants 
84  Sute  Street.  Barton 


THK  TON  BOOK  AMD  J<»    iflP>    mtmSQ  OmOE  INC.  BALTIlCOan 


HARVEY  S.  CHASE  *  COMPANY 

Cwtifiad  Pubne  Aeeomtaata 
M  STAn  SnUHR  -    BOSRHI.  Mabb. 


Baltimobx^  Md.,  December  15, 1915. 

Hon.  Emerson  C.  Harrington,  Governor-Elect, 

Comptroller  of  the  State  of  Maryland, 
Annapolis,  Maryland. 

Dbab  Sib: 

In  accordance  with  your  instructions  I  have  niade  a  careful 
investigation  of  the  financial  condition  of  the  Treasury  of  the 
State  of  Maryland  as  it  stood  at  the  close  of  the  fiscal  year 
September  30,  1915. 

I  have  also  investigated  the  tinancial  transactions  covering 
income  and  on^  during  the  fiscal  year  which  ended  on  that 
date.  I  snbmit  herewith  two  Exhibits— I  and  II.  The  first 
is  a  statement  of  the  cash  in  the  Treasury  on  Sept«nber  30, 
1915,  contrasted  with  the  liabilities  and  obligations  against 
this  cash,  as  diown  by  the  accounts  of  the  Treasury  on  that 
date.  The  second  sets  forth  the  income  and  the  outgo  of  the 
fiscal  year,  classified  in  such  a  manner  as  to  separate  the 
transactions  in  the  Loan  Funds  and  the  Special  Funds 
(frequently  called  the  ''Dedicated  Funds")  from  those  of  the 
General  Funds,  i.  e.,  funds  available  for  any  general  purpose. 

The  Present  Deficit. 

It  is  evident  from  these  exhibits  that  the  financial  condition 
of  the  State  of  Maryland  is  exceedingly  serious.  Liabilities 
and  obligations  againpt  the  cash  balances  in  the  Treasury  and 
the  banks  on  September  30, 1915,  were  in  excess  of  tliese  cash 
balances  by  |1. 446,555.81.  This  means  that  there  is  a  d^cit 
in  the  Treasury  which  at  the  end  of  the  last  fiscal  year 
(September  30,  1915)  amounted  to  tbis  sum,  and  which,  if  the 
deficiency  during  fb&  currait  year  (1915-16)  is. as  large  as 
that  of  the  past  year  (1914-15),  will  approach  ttoo  mUUm 
dollars  by  September  30,  1916. 


EXHIBIT  I. 

A  Statemext  of  the  Deficiency  of  Cash  in  the  Statb  Tbeasctt 
(Excess  of  Obligations)  on  S£pi£mb£k  SO,  1915. 

Total  Cash  in  Banks  and  Tbxasxtbt   $1,603,285.S1 

Dednet  Cash  due  to  Sinking  Funds   766,884*35 

Remainder  of  Cash   |846,900.M 

Doe  to  "Dedicated"  Funds: 

Public  School  Tax  Fund  $819,236.20 

Road  Repair  Fund  (Proceeds  of  Special  Tax)  51^42.36 

Motor  Vehicle  Licenses  Fund   33,356.89 

Loan  Funds  (Proceeds  of  Bonds)   32,936.02 

State  Accident  Fund   32,081.06 

Fund  for  Indigent  Blind   14,375.00 

Toibacco  Warehouse  Fund   13,192.88 

Oyster  Fund   8,983.27 

Maryland  Agricultural  College  Loan  Tax.*..  8,474.85 

Common  Free  School  Fund   3,572.50 

Preservation  of  Natural  Oyster  Bars  Fund. . .  486.53 

Special  Roads  Fund   486.52 

Counties  Funds.   246U)0 

Total   1,018,769.07 

Deficiency  of  Cash  (to  meet  "Dedicated"  Funds)   |171>868.11 

Additional  Deficiencies.^ 

Unpaid  Balances  of  Appropriations  for  State  and  pri- 
vate hospitals,  institutions,  universities  and  other 

purposes,  as  follows: 

Balances   due  to   State   hospitals  and 

Training  Schools.  $221,500.00 

Private  hospitals,  homes,  etc   327,725.00 

Universities,  schools,  etc   287,243.00 

Reform  schools,  etc   75,250.00 

State  departments,  offices,  etc   362,969.70 

Total  Balances  carried  forward  to  the  New 
Year  (not  paid)  ;   $1,274,687.70 

Total  Deficiency  of  Cash  in  comparison  with 
Liabilities  and  Obligations   $1,446,555.81 

*The  unpaid  balances  of  mppropiMiaM  axe  exhil^tod  fai  dcMl  m  sehsMes  1,  8, 
8,  4  and  5  submitted  8«iwat«l3r* 

> 

What  Has  Caused  thb  Dwicisncy? 


The  first  qTie8ti<m  concerning  this  d^ciencj  which  should 

be  answered  is:    "What  lias  caused  it?"    The  reply  must  be 
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that  the  cause  has  been  in  evidence  for  many  years.  As  long 
ago  as  1907  the  State  Comptroller's  report  said:  "A  radical 
departure  should  be  made  by  the  Legi&Lature  in  making  appro- 
priations. *  *  *  All  standing,  special,  or  continuons 
appropriations  shonld  be  repealed,  so  that  the  m^its  of  every 
branch  of  the  State's  service  could  be  passed  upon  by  each 
L^^lature.  There  should  be  one  appropriation  bill  for  each 
year,  which  should  carry  every  dollar  of  d^iuuids  upon  the 
Treasury  for  that  period.  If  all  appropriations  were  covered 
in  one  bill  for  each  year  with  unexpended  balances  reverting, 
as  the  revenues  of  the  State  are  easily  ascertainable,  the 
budget  could  and  should  always  be  made  upon  this  basis." 
Meaning  that  the  total  appropriations  should  be  confined 
within  the  total  available  revenue. 

The  Comptroller's  report  for  September  30,  1914,  said: 
''We  are  ccmfronted  with  the  r&j  serious  c<mditi(»i  our 
revenues  not  being  suffici^t  for  our  necessities,"  and  further: 
"In  my  judgment,  the  time  has  now  arrived  in  the  financial 
affairs  of  this  State  where  a  different  mode  or  system  ought  to 
be  inaugurated  in  dealing  with  appropriations.  The  presiait 
method  is  antiquated  wd  unbusinesslike  and  woefully  laddng 
in  any  system  whatever,  and  to  this  cause,  more  than  any 
other,  do  I  attribute  our  present  embarrassment."  The 
report  also  says:  ''We  now  ham  up<m  the  statute  books  Acts 
of  Assembly,  carrying  appropriations  under  which  th^  are 
now  paid,  that  were  enacted  more  than  a  century  ago,  and  in 
recent  years  this  custom  of  securing  appropriations  of  this 
character  by  ins»ting  after  the  amount  of  approiniations  the 
word  'annually'  has  grown  apace.  These  appropriations  re- 
main as  such  until  repealed,  which  is  seldom  the  case,  and 
therefore  they  are  not  passed  upon  by  any  succeeding 
L^islatures." 

It  is  evident  from  my  examination  of  the  conditions,  from 
the  quotations  made,  and  from  the  exhibits  herein,  that  the 
reason  for  the  growth  of  the  deficiencies  in  the  General  Funds, 
as  well  as  in  the  Special  Funds,  may  be  found  in  the  n^lect  of 
a  true  State  "budget"— that  is  to  say,  the  failure  to  compare 
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total  proposed  expenditure  with  total  available  reveniLe,  which 
is  the  central  feature  of  a  "budget." 

Had  tii^  been  sodi  a  comparison  in  the  L^glatnre  of  all 
proposed  expenditure  with  all  available  revenue  annually,  the 
deficiencies  would  have  been  clearly  exhibited  years  ago  and 
must  have  heeia  provided  for  long  before  this.  One  serious 
failure,  therefcMre,  in  the  finances  of  flie  State  of  Maryland  has 
been  the  lack  of  authority  to  compel  all  estimates  for  appro- 
priations, and  all  other  claims  against  the  revenue,  to  be 
recorded  early  in"  the  fiscal  year — ^by  November  first  at  the 
latest  All  snch  demands  and  estimates  should  tbok  hare  been 
included  promptly  in  a  "budget"  consisting  of  these  proposed 
expenditures  compared  with  the  total  estimated  revenues 
which  should  have  been  presented  to  the  L^islature  at  the 
banning  of  each  session,  and  the  financial  acticm  of  the 
Legislature  should  have  be^  restricted  to  this  "budget"  except 
for  extraordinary  and  unforeseen  emergencies. 

How  Can  thb  DBficiBNCY  Bb  Maimd  Good? 

The  second  question  which  should  be  answered  is  ^^How  can 
this  d^ciency  of  $1,446,555.81  be  made  good  now?"  or  ^How 

can  the  demands  included  in  this  deficiency  be  provided  for?" 

In  answering  this  question  we  naturally  must  look  first  to 
the  Staters  assets  oth^  than  cash.  What  has  the  State  got — 
if  anything — which  could  be  converted  into  cash  and  used  to 

pay  these  outstanding  obligations? 

Assets  OxHsa  Than  Cash. 

There  are  on  the  Treasury  books  various  classes  of  assets, 
sndh  as  ^^moneys  due  to  funds/'  which  have  not  yet  been  col- 
lected, some  of  which  are  due  to  the  general  fund.  Moreover, 
there  are  other  assets,  such  as  the  mortgages  on  the  Northern 
Central  Bailway,  from  which  |90,000  of  interest  is  recdved 
annually  for  the  State's  general  fund.  This  asset  is  in  the 
nature  of  a  permanent  mortgage  on  the  railroad,  originally 
stated  as  $1,500,000,  bearing  interest  at  6  per  cent,  annually. 
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This  productive  asset  or  claim  against  the  railroad  might 
be  considered  as  a  means  of  raising  cash  to  make  good  the 
deficiency,  but  if  it  were  so  used  the  State  would  lose  its  pres- 
ent income  of  $90,000  per  annum  and  would  have  to  make  up 
this  amount  annually  by  increased  taxation.  Moreover,  the 
Constitution  of  Maryland  prohibits  the  use  of  capital  funds 
snch  as  this  for  cnrrait  purposes.  It  could  be  used  only  to 
cancel  a  corresponding  amount  of  fbe  State  debt 

Nomina!  Values 
as  Carried  on  the 
SUte's  Books. 

llArtgage  of  SusquibaniLa  &  Tidewater  Company,  due 
January  1, 1884.  Interest  deCaiflted  irfBM  1879.  Weat 


into  receiver's  hands  in  1893   11.000,000.00 

Stoeks  of  Bohemia  Bridge  Company   15,877.00 

Chapter  303  of  Laws  of  I860. 
No  dividends  since  1875. 

Chesapeake  and  Delaware  Canal  Company   8MS0.00 

Lairt  dtvMeiid  1877. 

Comptroller's  report  1886  P.  XVItl. 

Baltimore  and  Yorktown  Turnpike   2,600.00 

Last  dividend  1880. 


None  of  these  appears  to  luive  a  present  realizable  value. 

In  addition  to  these  unproductive  assets  there  are  various 
recdvnblifi  on  the  State's  records,  as  follows: 


Due  from  Collectors  of  State  Taxes  $1,347,093.34 

These  taxes  are  all  Special-Funds  taxes,  and  there- 
fore not  available  to  offset  the  General-Funds  deficiency. 
When  collected  they  will  merely  increase  the  balances 
of  the  Special  Funds. 

Due  from  Incorporated  Institutions   64,403.77 

These  are  Special-Funds  items  also  and  not  available 
for  the  General  Funds. 

Total  roo^TsldeB  d  Sh^eeial  Fuads  $M11>4»7.U 

Receivables^  General  Funds. 

Due  tram  Railroad  Companies,  etc   |10,06L37 

Unpaid  taxes  on  sross  receipts  from  1905  to  1915. 

Due  from  Sheriffs   8,952.84 

Very  uncertain  value.  Covers  period  from  1864  to 
1914. 

Due  from  Clerks  of  Courts,  Registers  of  Wills,  etc   698^5 

These  items  fire  dm  fimn  fimm-  ooespaata  tliese 
offices. 

Total  receivables.  General  Funds   $19,602.46 
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As  all  of  these  Q^eral-Fands  receiyables  are  of  doubtful 
value,  we  have  not  exhibited  them  as  assets  in  the  sdiedules 
which  are  appended. 

How  TO  PbOVIDI  it»  THB  Dotcibnct. 

It  is  evident,  therefore,  that  provisions  must  be  made  by  the 
State  for  the  deficiency  of  $1,446,555.81  outstanding  on  Octo- 
ber 1,  1915 — ^possibly  two  millions  on  September  30,  1916. 

It  is  furOiar  mdeut  that  to  provide  this  amount  of  money 
promptly  the  State  will  be  obliged  to  issue  bonds,  which  should 
be  "serial"  bonds,  in  sufficient  numbers  to  make  the  deficiency 
good,  and  it  is  also  evident  that  the  State  must  provide 
mimmU]f  hereafter  for  the  red^nption  of  a  portiim  of  these 
b<mds  each  year  by  raising  the  necessary  revenue  from  taxes 
annually. 

iJot  only  this,  but  the  State  must  raise  additional  revenue 
annually  sufficieut  to  provide  for  the  present  yearly  d^eit  in 
the  general  fund,  which  is  bound  to  develop  each  year  here- 
after unless  general  revenues  are  increased  and  general  appro- 
priations are  reduced  until  the  totals  are  equivalent  to  each 
other.  Then  only  will  the  State  be  upon  a  sound  Anancial 
basis.  *This  will  mean  a  total  increase  of  revraue  amounting 
to  seven  or  eight  hundred  thousand  dollars  annually. 

These  annual  deficits  in  the  General  Funds  of  the  past  are 
very  w&eiovm  mattera.  It  is  through  thm  that  the  stated 
d^ci^cy  of  one  million  four  hundred  and  forty-six  thousand 
dollars  on  September  30,  1915,  has  been  built  up.  How  to 
remedy  these  annual  deficits  is  a  matter  to  be  considered,  as 
we  have  said,  in  financial  ^^budgets"  for  the  State  every  two 
years,  cov^ing  each  yi»ur  separately; 

A  Stats  Budqet. 

A  budget  may  properly  be  ddbied  as  follows: 

"A  plan  for  financing  a  government  during  a  definite  period, 
which  is  prepared  and  submitted  by  a  responsible  executive  to 


a  representative  body  whose  approval  and  authorizaticm  are 
necessary  before  the  plan  may  be  executed."— (jSiire«w  of 
Municipal  ReKorch^  N.  T.) 

For  the  State  of  Maryland  a  '^budget"  should  evidently  com- 
prise a  plan  submitted  by  the  Executive  to  the  General  Assem- 
bly. Such  a  plan  to  provide  for  a  definite  period,  two  years 
at  present,  and  to  include  all  financial  requiremrats  for  that 
period. 

In  Maryland,  under  its  present  Constitution  and  laws,  the 
preparati<m  of  such  a  compreheosive  ^^plan"  by  the  Executive 
and  the  presentation  of  it  to  the  Qenmil  Assmbly  in  time 
for  prompt  and  suflBcient  consideration  by  the  latter  body  and 
due  action  thereon  must  necessarily  be  extremely  difficult,  if 
not  wholly  impracticable.  The  laws  must  be  changed  and 
probably  a  Ckmstitutifflial  am»dm^t  must  be  aiacted  b^oxe 
a  complete  and  effective  State  "budget^*  can  come  into  being. 

In  the  first  place,  an  incoming  Governor^  unless  he  has  had 
long  official  connection  with  the  government  previously,  will 
not  be  Buffici^tly  familiar  with  tiie  ^ctremely  intricate  rela* 
tions  of  the  departments,  offices,  commissions,  boards  and 
bureaus  to  ^*plan"  intelligently  for  them.  In  the  next  place, 
it  has  always  been  the  custom,  if  not  the  legal  requirement, 
for  the  L^^ature  to  act  independently  of  the  Oovamor  in 
relation  to  appropriations,  frequently  without  definite  plan  so 
far  as  the  State  as  a  whole  is  concerned.  This  means  that 
relatively  large  amounts  are  appropriated  annually  of  which 
no  indicatiim,  or  no  sufficient  indication,  could  be  had  by  the 
Executive  at  the  beginning  of  the  fiscal  period. 

If  there  is  to  be  a  "budget"  in  this  State,  it  must  necessarily 
be  preceded  by  L^slative  action  authorizing  a  means  for 
securing  complete  informati<m  upcm  wliidi  an  effidait  plo» 
can  be  based.  Also,  which  is  erea  more  important,  the  present 
unsystematic  initiation  of  appropriations  in  the  General 
Assembly  must  be  eliminated,  as  well  as  the  passing  of  such 
appropriations  witiiont  sufficient  reference  to  tlie  needs  of  tlie 
-State  as  a  whole,  or  to  the  available  rev^ue  New  legislation 
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is,  therefore,  a  prime  requisite  before  a  true  "budget"  cau  be 
iBstalled  in  this  State. 

As  the  fimdaiiifiaital  requiranent  of  a  fiimnrial  budget  nnit 
be  the  relationship  between  total  expenditure  proposed  and 
total  available  revenue  estimated,  ^it  follows  that  the  questions 
rdating  to  revenue  are  aa  important  if  not  even  more  impor* 
tant  than  those  relating  to  appropriatioits  and  txpmiitmtB 
thereunder. 

Ths  BsvsNinB. 

The  Fiscal  Year  19U. 

When  wm  state  that  in  the  fiseal  jear  whidi  dosed  8^tem- 

ber  30,  1914,  one  year  ago,  the  amounts  appropriated  out  of 
general  revenue  exceeded  by  more  than  $700,000  the  amounts 
of  such  rev^ne  actually  collected,  it  will  be  seeu  that  .the 
conditi<m  of  tiie  IVeasary  is  a  serioim  one.  We  imve  maie  a 
careful  analysis  of  the  appropriation  acts  in  force  during  that 
fiscal  year  and  have  separated  the  various  classes  of  special 
revenues  from  the  general  Feveaues,  and  have  already  sub- 
mitted to  yon  detailed  tabiilatioiis,  wbieh  we  sunnartee  as 
follows : 

Total  receipts  during  the  year  ended  September  30,  1914, 
amounted  to  #12,600^66*59.  This  is  the  mimey  actually  re- 
cdved  during  the  year,  not  including  the  balance  on  hand  at 
the  beginning  of  the  year.  Of  this  amount  there  was  received 
from  sales  of  bonds,  available  only  for  specific  purposes 
according  to  Acts  of  the  General  Assembly,  $5,306,096.94. 
Proceeds  of  sales  of  bonds  are  not  refmae.  Thej  are  not 
available  for  general  purposes  of  the  State.  The  moneys 
received  in  this  way  must  be  handled  separately  and  should 
not  be  used  for  general  purposes,  exc^t  possibly  for  tem- 
porary use,  in  which  case  provisioii  must  be  made  for  re- 
payment  of  these  moneys  to  the  bond  funds  whenever  they  are 
needed;  and  these  repayments  must  come  out  of  general' 
revenue. 


Aside  from  these  proceeds  of  bonds  there  were  revenue 
receipts  of  |7,294,469.65,  of  which  14,656,231.52  were  special 
Tfmmm  desi^iated  1^  law  tm  qpoeile  purposes  only.  The 
difference  between  tkeee  two  amounts  is  $2,638,238.13,  whifk 
was  the  total  amount  of  general  revenue  available  for  the 
fiscal  year  1914,  whereas  the  total  appropriations,  for  which 
BO  provicaca  was  made  eacc^  from  general  revHineii^  amount 
to  $3,349,717,19,  of  which  $2,320,275^  were  appropriated  by 
current  Acts  of  the  General  Assembly  and  |1,029,441.85  had 
been  appropriated  "annually''  by  previous  General  Assemblies. 

The  OKcess  of  appn^priatioM  in  the  jear  1914  orer  available 
revenues  amounts  to  $713,625.65,  kss  wfaaterer  balances  re- 
verted to  the  Treasury  at  the  end  of  the  year.  This  amount 
represents  the  deficit  of  revenue  of  the  State  during  the  fiscal 
year  1914,  or  tbe  aaioait  by  wbkck  the  State  '^ran  the 
h<de"  4nring  l^t  fiscal  pmod. 

The  Fiscal  Year  1915, 

During  the  past  fiscal  year  ended  S^tember  30,  1915,  the 
total  appropriations  from  General  Funds  (with  reversdrais  to 
the  Treasury  deducted)  amounted  to  13^285,719.70. 

Dnrsikg  that  y«ar  the  actually  collected  revenues  were  as 
follows: 

From  general  taxes,  licenses  and  other  sources  available  for 
any  general  purpose,  |2,763,912.16.  From  special  taxes,  funds, 
etc.,  14,712^.00,  whUe  |3,539,l«0iK)  was  reeeived  as  the 
proceeds  of  the  State  Roads  Loan  of  1914  (Bonds  sold). 

This  is  to  say,  that  while  the  collections  available  for  gen- 
eral purposes  were  $2,763,912.16,  the  appropriations  against 
these  coUeetions  amounted  to  #3,28^719,70  (reveraimis  to  the 
Treasury  deducted). 

The  difference  is  |521,807.54,  which  is  the  amount  of  the 
de&cit  of  the  past  year  (ldl5). 
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The  Fiscal  Year  191G. 

The  revenue  to  be  coUected  for  general  purposes  during  the 
current  year  (1916)  is  estimated  at  |2,884,400.00. 

For  the  current  fiscal  year  ending  on  September  30,  1916, 
the  total  appropriations  from  general  revenue,  now  available 
by  law,  amount  to  »2,964,824.48.  If  the  incoming  General 
Assembly  at  its  preset  sesrion  should  pass  as  many  and  as 
large  appropriations  applying  to  the  cnrrrait  year  as  were 
passed  and  appUed  in  1914,  so  that  the  deficit  for  the  year 
1916  would  amount  to  five  hundred  thousand  dollars  or  more, 
there  would  tiieo  be  a  grand  total  outstanding  deficiency  on 
September  30,  1916,  approaching  two  million  dollars,  as  stated 
previously. 

Unless  prompt  action  is  taken  by  the  General  Assembly  to 
cut  down  the  general  expenditures  and  to  increase  the  general 
revenues,  this  deficit  will  grow  with  every  succeeding  year. 

We  trust  we  have  made  it  evident  that  the  time  has  now 
come  to  stop  this  wildcat  financing  in  the  State  of  Maryland. 

What  Increases  in  BaasviBNUBS  Abb  Pbacticablb, 

We  are  now  engaged  in  tabulating  the  various  classes  of 
general  revenues  for  the  past  ten  years,  so  that  it  will  be  pos- 
sible for  the  Legislature  to  see  what  classes  of  revenues  have 
not  kept  up  with  the  growth  of  expenditures.  We  are  also 
tabulating  various  new  sources  of  revenue  and  also  possible 
increases  in  preset  rev^ues,  all  of  which  we  will  complete 
as  soon  as  possible  and  submit  to  you. 

It  is  evident,  however,  that  this  question  of  increased  reve- 
nue is  fundamental.  There  is  no  other  matter  so  important. 
It  should  be  studied  thoroughly  by  the  ablest  members  of  the 
General  Assembly,  and,  I  am  inclined  to  believe,  should  be  put 
into  the  hands  of  a  special  commission— an  EflBciency  and 
Economy  CJommdssion  appointed  by  the  Governor,  if  so  de- 
rired— i^ch  should  report  in  full  to  the  Legislature  before  the 
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^d  of  tiie  present  session  and  should  submit  a  bill,  or  hills, 
nMch  can  be  discussed  and  acted  np<m  at  Hiis  sessiim. 

Improved  Methods  of  Accounting.  • 

It  would  seem  almost  unnecessary  to  emphasize  the  impor- 
tance of  immediately  improving  the  present  methods  of 

accounting  and  of  reporting  in  the  Treasury,  as  well  as  in 
other  departments  of  the  State.  Much  may  be  done  at  once, 
even  before  a  budget  i^tem  is.  finally  decided  upcm.  The 
immediate  necessities  are: 

Pint — The  establishment  immediately  of  a  modem  system 
of  accounting  in  the  State  books,  which  will  separate  all  non- 
revenue  moneys  (bond  funds)  from  revenue  collections,  and 
further  separate  all  special  revenues  from  general  revenues. 

Second — This  system  should  comprise  a  double-entry 
balance-sheet  method  of  accounting  whereby  every  month 
there  may  be  taken  off  from  the  goieral  ledger  a  trial  balance 
exhibiting  the  current  assets  and  the  current  liabilities  of  the 
State  as  a  whole,  together  with  accurate  tables  of  the  revenues 
and  of  the  expenditures  under  each  class  of  appropriations, 
so  that  the  responsible  <^cials,  the  L^islature  and  the  citi- 
zens may  know  continuously  what  the  financial  conditions  are 
and  take  action  accordingly. 

7%*r(f— The  funds  of  the  State  must  be  grouped  in  ttree 

classes,  viz: 

a.  Those  mtmeja  which  are  the  proceeds  of  sales  of 
bonds  and  which  can  only  be  used  for  the  purpose 
specified  in  the  enabling  act.  Such  moneys  are  termed 
''Bond  Funds"  or  ''Loan  Funds"  and  should  be  classed 
as  **Non-Bev«Que.** 

b.  Those  moneys  of  a  revenue  character,  but  which 
under  the  law  are  collected  for  and  devoted  to  spe- 
dflc  luaes.  These  include  the  school  tax,  the  highway 
tax,  the  sinking  and  interest  fund  tax,  motor  vdiicle 
licenses,  the  oyster  fund,  tobacco  warehouse  fund,  etc. 
These  are  termed  "Special  Beveuues." 
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c  Those  moneys  which  must  provide  for  all  appro- 
priatioiis  other  than  those  from  special  reireDiie  and 

from  loans.    These  are  usually  called  '^General'*  or 
"Current"  Kevenues. 

While  the  individual  items  in  each  of  these  classes  of  ac- 
counts are  now  clearly  stated  on  the  Treasory  ledgers  and  are 
accurately  kept  by  its  bookkeepers,  at  no  place  are  the  totaU 
of  each  group  assembled  and  exhibited.  It  became  necessary 
for  us,  in  order  to  arrive  at  such  totals,  to  analyze  carefully 
the  character  of  each  account  on  the  ledger.  Only  in  this  way 
could  there  be  contrasted  the  appropriations  which  were  ex- 
pected to  be  met  out  of  general  revenue  with  the  revenue 
actually  recdved  (Class  C). 

It  will  be  noted  also  in  our  tables  that  we  have  arranged  the 
appropriations  according  to  the  purpose  for  which  each  was 
made.  These  purposes  are  classified  according  to  standardized 
'^functions"  of  government.  These  functional  classifications 
have  been  adopted  by  the  United  States  Bureau  of  the  Gowns 
in  its  tabulation  of  the  expenditures  of  all  cities  and  States. 
This  arrangement  brings  out  in  significant  totals  how  much 
was  appropriated  (or  expended)  for  "Education,"  for  "Protec- 
tion of  Persons  and  Property,**  for  "Conservation  of  Natural 
Resources"  (forests,  game,  fish,  oysters,  etc.),  for  "Agricul- 
ture," for  "Highways,"  for  "Hospitals,"  etc.,  and  how  much 
for  "Qmena  Gov^nmemt" 

The  information  conveyed  by  such  an  arrangement  will  be  of 
material  value  in  determining  whether  there  has  been  eco- 
nomical and  ^cient  administration,  as  well  as  the  length  to 
whidi  the  State's  activities  may  be  properly  extended.  The 
value  of  such  information  in  each  State  in<»ease9  with  the 
number  of  years  in  which  it  is  available.  We,  therefore, 
advise  that  these  classifications  shall  form  a  part  of  the  system 
of  acconntii^  heran  recmnn^ded. 

The  principal  feature  of  the  system  we  advise  would  be  the 
installation  of  a  new  general  ledger  in  which  there  would  be 
aggregating  or  "controltiog"  accounts  for  each  class  of  reve- 
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nneSy  as  well  as  for  appropriations,  etc.,  the  details  of  whidi 
would  be  kept  in  snbsidiiury  detail  ledgers.  These  accounts 
wtmld  be  divided  into  General,  Special,  Bond,  Trast-Ponds, 
etc.,  each  of  which  group  would  be  self-balancing.  The  bal- 
anoiiig  account  of  the  General  Fund  group  would  be  styled — 
if  a  credit  bahmce^'H^urrent  Surplus,"  and  if  a  debit  balance, 
"Current  Deficit."  Current  surplus  should  reprewnt  at  the 
end  of  the  fiscal  year  "money  in  the  Treasury  not  otherwise 
appropriated,"  while  an  overdraft,  expressed  by  Current 
Deficit,  would  operate  as  a  constant  dangw  signaL  The  gm- 
eral  ledger  would  contain  a  section  embracing  the  State  Debt 
and  also  the  Sinking  Ftind  accounts,  the  balancing  account  of 
whidi  would  be  the  "net  dd>t"  of  the  State.  In  the  course  of 
time  this  ledger  would  be  extended  to  include  aeeoimts  of  all 
the  State's  property,  both  real  and  personal,  although  it  would 
not  be  advisable  to  include  such  accounts  until  after  the  time 
when  suitable  inventories  of  the  State's  properties  could  be  had, 

Otbbr  Msasubbs. 

Other  measures  may  be  suggested  for  more  eflScient  adminis- 
tration. Among  tli^  are  the  f oUowing,  the  importance  and 
value  of  which  are  self-evident : 

1.  Centralizing  in  the  Comptroller's  office  vouchers 
for  all  expaaditures  of  the  State's  funds;  not  merely 
requisitions  for  advance  of  cash. 

2.  Vesting  in  the  Comptroller  greater  authority  to 
disapprove  demands  upon  the  Treasury. 

.  3.  Doing  away  with  the  practice  of  carrying  for- 
ward from  year  to  year  unexpended  balances  of  apim>- 
priations  for  current  expenses. 

4.  Bringing  into  the  books  of  the  Comptroller  con- 
trolling accounts  of  the  revalues  and  expmditures  of 
all  boards  and  commissions  which  operate  <m  a  f6e 
basis  or  otherwise. 

In  other  words,  to  make  the  Comptroller's  office  the  general 
repository  of  information  concerning  the  State's  financial 
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transactions.  Under  such  conditions  tiie  annual  report  of  (he 
Gomptrollery  with  statements  and  exhibits  arranged  in  the 

most  approved  form,  would  constitute  a  document  of  great 
value  to  which  reference  would  constantly  be  made  by  those 
seddng  inf oraoation.  The  present  form  of  rep<Mrt  is  substan- 
tially the  same  as  that  inaugurated  at  the  establishment  of  the 
oflBce  in  1851.  It  should  be  remodeled  and  improved  so  as  to 
conform  to  modern  requirements. 

Tabuuitions. 

We  have  deposited  in  the  oflBce  of  the  Comptroller  a  series 
of  large  tabulations  relating  to  the  fiscal  year  1914.  These 
tables  comprise  all  sources  of  revenue  and  all  appropriations 
for  expenditure.  They  have  been  classified  in  great  detail  and 
are  in  accord  with  the  standard  arrangement  by  functions  of 
State  govemm^t  which  has  been  provided  by  the  United 
States  Census  Bureau  for  all  States  of  the  Union.  We  have 
also  prepared  a  complete  series  of  tables  covering  the  old 
balances,  the  appropriations,  the  expenditures  and  the  new 
balances  for  two  past  years,  1913-14  and  1914-15,  as  well  as 
the  current  yedr  1915-16,  together  with  a  column  for  the  esti- 
mates relating  to  1916-17,  for  which  the  Legislature  will  need 
a  budget  at  this  session. 

BSCAPITULATION. 

In  conclusion,  I  recapitulate  the  important  items  of  this 
r^rt: 

First — The  deficiency  of  cash  to  meet  obligations  Septem- 
ber 30, 1915, 11,446,565.81. 

SecanA — ^The  estimated  deficiency  at  the  end  of  the  current 
year,  viz:  September  30,  1916, 12,000,000,  provided  the  Legis- 
lature should  pass  additional  appropriations  applicable  to  the 

current  year  in  as  large  an  amount  as  was  done  by  the  last 
Legislature  applicable  to  the  year  1914. 
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Third — The  necessity  for  an  issue  of  serial  bonds — say,  a 
maximum  $2,000,000  running  ten  years;  $200,000  redeemable 
each  year  to  provide  for  the  deftci^qr  which,  if  the  above 
proviso  be  correct,  will  be  facing  the  State  on  Septembw  30, 
1916. 

Fourth — ^The  immediate  reduction  of  appropriations;  the 
repealing  of  continuing  appropriations ;  the  careful  separation 
of  special  appropriations  from  general  appropriations,  and  a 
thoroi^h  study  of  the  former. 

Fifth — The  necessity  of  immediate  provision  for  addition^ 
g&aerBl  rerenue^  either  by  means  at  new  taxes,  increases  ot 
present  taxes,  or  by  a  general  State  tax  levied  on  ttie  comities 

and  cities,  if  lawful  and  practicable. 

Sixth — The  immediate  installation  of  budgetary  procedure 
for  the  State— a  "State  Budget" 

Seventh — The  immediate  installation  of  improved  account- 
ing and  reporting  methods  for  the  State,  particularly  in  the 
Treasury  departm^l 

Eighth — ^Appended  hereto  will  be  found  Exhibit  II,  giving 
a  summary  of  the  receipts  of  the  past  year  in  the  three  divi* 
sions — "General,"  "Special/'  and  "Loan."  Also  the  appropri- 
ations and  the  expenditures  thereunder  for  the  past  year, 
classified  in  accordance  with  the  new,  uniform,  functional 
classification  for  all  States  of  the  Union  as  developed  recoitly 
by  the  United  States  Census.* 


We  are  glad  to  be  able  to  say  frankly  that  every  assistance 

has  been  freely  and  courteously  given  to  us  by  Mr,  Harry  J. 
Hopkins  and  the  oflScers  and  clerks  in  the  Treasury  and  in  - 
other  dc^^artm^ts  during  the  whole  time  of  our  CTamination. 

Very  respectfully, 

Habvky  S.  Chasb, 
  Certified  Public  Acdauntma. 

♦  See  ComptroUer's  Report  for  1915. 
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EXHIBIT  II  • 

The  Income  and  the  Outgo  of  the  Treasury  of  the  State  of  Maax- 
LAND  During  the  Fiscal  Year  Ended  Septembeb  30,  1915, 


Rmeipts. 

Receipts  available  for  general  purposes   $2,763,912.16 

Receipts  available  only  for  special  funds  •   4,712,425.20 

Receipts  available  only  for  loan  funds....   3,539,160.00 

Total    111,015,497.38 

Disbursements  for  general  purposes   $2,539,495.68 

Disboraements  from  special  funds   4,728,224.21 

Dldmrsemrats  from  loan  fimds   ^,996,031.20 

Total   »11,363,761*0» 

Summary. 

Total  Receipts   $11,015,497.36 

Total  Disbursements    11,263,751.09 

Excess  of  Disbursements  (Reduction  of  Cash  Balance).  $248,253.73 

Cash  Balance  at  beginning,  ^'Treasury  proper"   1,076,962.19 

Cash  Balance  at  end,  "Treasury  proper"   $828,708.46 

Add  Cash  Balances  in  Sinking  and  other  funds. .  ......  774,576.85 

Total  Cash  Balances  September  30,  1915   $1,603,285.31 


*F(rflowed  by  Ebdiibit  II-A,  Jteetiptn  in  detail,  and  by  II-B.  Appropriations  and 

Disbursements  in  detail.  These  two  exhibits  may  be  found  in  the  State  Comptroller's 
report  for  the  fiscal  year  1915,  under  the  titles  ''Statement  A"  and  "Statement  B." 


